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Why Do We Have Property Taxes?

The State of South Dakota DOES NOT collect or spend
ANY property tax dollars.

• Property tax is primary revenue source for LOCAL GOVERNMENTS

• Cities, Counties, Schools, Townships

• Sales tax is the primary revenue source for STATE GOVERNMENT

• Property Taxes DO NOT FUND:

• State employees, Medicaid, state roads, the National Guard

2



COUNTY 
27%

CITIES 
13%

SCHOOLS 
56%

TOWNSHIPS 
2%

SPECIAL ASSESSMENT 
2%Over $1.7 

billion in 
taxes in 2024
To fund local governments 
and provide K-12 education
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South Dakota property taxes: Budget then tax, not tax then spend.

Property Tax Need 
Local governments and school districts 
re-budget every year to determine the 
amount of property taxes needed to fund 
services, like public schools, roads, utilities, 
parks, and law enforcement.

Taxing agencies conduct public 
hearings, publish their budgets, 
and certify their budget request to 
the County Auditor.

Property Tax Valuations 
County Assessor revalues and reassesses 
all real property annually, as well as applies 
property tax incentives and exemptions. 

Local & County Boards of Equalization 
• Hear appeals on property 

assessments.
• Finalize the assessed values for 

property taxation. 

Local Tax Rates
The County Auditor calculates a tax 
rate for each taxing district by dividing 
property tax need by taxable valuation. 

Your Property Tax Bill
The County Treasurer issues and collects the 
tax bills. The tax dollars are then distributed 
to the local governments to fund services. 

South Dakota Department of Revenue 
calculates the equalization factor for 
each county, which transforms 
assessed value into taxable value. 



Budgets Drive Property Taxes

Need = Valuation X Levy
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NEED: The funding schools, cities, counties, fire districts, townships, ambulance 
districts and other local units of government need to operate.

VALUATION: The assessed value of property [Owner Occupied, Agricultural, 
Non-Ag Other (Commercial)].

LEVY: The tax rate calculation applied to the VALUATION to meet the NEED.



NEED = 
Property Tax 

Request

NEED is the amount of property tax dollars 

needed to provide required services.

• Set by the local governing body 
(School Board, County Commission, City 

Council, Township Board, etc.)

• The tax NEED is capped based upon what 

the district levied last year, increased by:

 Economic index factor of 3% or the CPI, 

whichever is less

  PLUS

 Percentage of new construction that 

occurred within the last year 6

This limitation 
does not apply 

to school 
districts.



Need = Valuation X Levy
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NEED: The funding schools, cities, counties, fire districts, townships, ambulance 
districts and other local units of government need to operate.

VALUATION: The assessed value of property [Owner Occupied, Agricultural, 
Non-Ag Other (Commercial).]

LEVY: The tax rate calculation applied to the VALUATION to meet the NEED.
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How is Valuation 
Determined?

Fair Market Value 
System

Residential 
(owner-occupied 

or rental)

Commercial, 
Retail, Industrial, 

Multifamily

Productivity Formula

Agricultural Land



Need = Valuation X Levy
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NEED: The funding schools, cities, counties, fire districts, townships, ambulance 
districts and other local units of government need to operate.

VALUATION: The assessed value of property [Owner Occupied, Agricultural, 
Non-Ag Other (Commercial).]

LEVY: The tax rate calculation applied to the VALUATION to meet the NEED.
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Property Tax 
Need

How Levies Respond
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Levy Rate 
Goes Up

Property Tax 
Need

Taxable 
Values Go 

Down

How Levies Respond



School General Fund is the ONLY instance where there are 
different levies based on property classification

• Agricultural
• Owner Occupied
• All Other Non-Ag

All other levies are the same for all properties

School General Levies
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School 
General Fund 

Basics

• Total Need – amount as 

determined by the Education 

Formula

• Local Effort – amount of taxes 

from the taxable property 

values at maximum levies

• State Aid – The portion of 

money the state kicks in

Total Need – 

Local Effort 

= State Aid
13
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Example of 
City vs 
School

Wendy City:
• Pay 2024 

• Value= $1,000,000
• Tax Request = $5,000
• Levy = $5.00

• Pay 2025 
• Value = $1,500,000
• Tax Request = $5,250
• Levy = $3.50

Taxes on my house: 
•Pay 2024

•Value = $100,000
•Taxes = $500

•Pay 2025
•Value = $150,000
•Taxes = $525



Example of City vs School

Semmler School District:

Pay 2024 

• Value= $10,000,000

• OO Levy = $2.954

Pay 2025 

• Value = $15,000,000

• Levy = $2.679

Taxes on my house: 

Pay 2024

• Value = $100,000

• Taxes = $295

Pay 2025

• Value = $150,000

• Taxes = $402



$3400 Per Student Capital Outlay • For Pay 2026 – $3,869 per student based on 
2024 fall enrollment

• Allows for an additional amount if debt is 
prior to 2016

Growth + 3% 
Last year’s maximum 
calculated amount, 

increased by a growth 
percentage plus 3%

$1,400 Per Student 
For Pay 2026 – $1,593 per student 

based on 2024 fall enrollment



Property Tax BillsHB 1143 – Further clarifies 
when an ag land adjustment 
can be made

HB 1173 – Removed the cap 
on special assessments for 
certain road districts  

HB 1194 – Allows counties 
to cooperate for purposes 
of assessor office operations

SB 55 – Annual bill that sets 
the maximum levies for 
school general and special ed 
funds

SB 90 – Allows county liens 
to be paid out of proceeds of 
tax deeds

SB 216 – Governor Rhoden’s 
Property Tax Relief bill
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SB 55 – Pay 2026
Max General 
    AG – 1.125
    OO – 2.518
    OTH – 5.211

Max Special Ed = 1.462



What does the 
Gov’s bill 

actually do?

Section 1
 Limits the increase in owner-occupied re-

appraisal valuations to 3% countywide 
for the next 5 years

Sections 2 and 3
 Establishes a 3% cap to the growth (new 

construction) factor for 5 tax years
 Districts will be able to exceed the 3% cap 

when a TIF district dissolves

Sections 4 and 5
 Increases the qualifying thresholds for 

the Assessment Freeze Program
 Max income of $55,000 for single and 

$65,000 for multi-member homes
 Maximum home value to $500,000

3-Pronged Approach:
• Reduce the pressure on 

owner-occupied 
assessment increases

• Slow taxing district 
budget growth

• Provide targeted relief to 
elderly on fixed income



How does SB 216 impact Schools?
GENERAL FUND
• Districts under the State Aid to 

Education Funding formula will 

continue to get the “Need” 

• Districts that are fully funded by Local 

Effort will still see valuations increasing
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Valuations are not being reduced. 
Tax dollars are not being decreased.

SPECIAL ED FUND
• Valuations will still be increasing so 

minimal impact no matter if you 

request in dollar format or levy 

format



Capital Outlay
The main process is not changing

• The calculations have been and will continue to be 

based on the maximum allowable

• It is NOT based upon the amount levied 

• You will not be penalized if you are not taxing 

at the maximum.
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ONLY impacting those 

school districts that fall 

under the Growth+3% 

Limitation ~AND~ 

typically seeing a growth 

greater than 3%

• SB 216 is putting a cap on the Growth portion of 

the Growth+3% Limitation. 

• Worst case scenario is a 6% increase

• Will start for taxes payable in 2027 (next year’s 

budget process)

• Sunset of 5 years



Capital Outlay 
Opt Out Can still be passed this year for 

taxes payable in 2026

 Must be acted on between 

July 1 and July 15

$3 max levy still in place

• base CapOut fund + CO Certificates + 

CO Opt Out cannot generate more 

than a $3.00 levy. 

Will now be available to 
ALL districts
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Questions?
South Dakota 
Department of 

Revenue

@SDRevenue South Dakota 
DOR

Sign-up for our  
E-Newsletter

https://dor.sd.gov/
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